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COUNCIL ON WAGE AND PRICE STABILITY
The legality of the federal procurement aspect of the Administration's anti
inflation program was attacked recently by George Meany, President of the
AFL-CIO, in a move to defend his actions as continued protection for the
collective bargaining system. Echoing the recent GAO testimony before Congress
and the report issued by the library of Congress, Meany stated that the Carter
Administration, under the current law, does not have the authority to withhold
federal contracts from those firms which do not adhere to the voluntary wage
and price guidelines. In a move which probably predicts the future course of
labor wage demands, Meany indicated that the AFL-CIO will institute a civil
action in a Federal District Court to challenge the legality of the Federal
contract procurement program. Addressing the 35-member executive council
midwinter meeting, Meany stated that Carter’s program would effectively
restrain wages but not prices, since no effective program to control prices
had been instituted.
FEDERAL RESERVE BOARD
S.332, the Consolidated Banking Regulation Act of 1979 has been introduced by Sen.
William Proxmire (D-Wisc). The object of this proposal is to unite the
functions of the FRB, FDIC, and CoC into a Federal Bank Commission to
administer the Federal laws relating to the examination, regulation, and
supervision of the banking industry. S.332 is a reintroduction of S.2750 from
the 95th Congress, and contains new provisions which would strengthen the
authorizations for state regulatory agencies to undertake greater responsi
bility for the supervision of bank activities.
FEDERAL TRADE COMMISSION
Chairman Michael Pertschuk continued his assault against the "increasing domination
of the professionals" during a lucheon speech at the American Enterprise
Institute Conference on Occupational Licensure and Regulation. He again
criticized state licensing boards as part of the problem, indicating that state
requirements frequently limit the number of entrants, maintain or increase fee
schedules and "seldom monitor quality". Characterizing professional groups as
"business cartels", Pertschuk felt that consumers were being intimidated
with a resultant lack of confidence in their ability to diagnose their private
needs from personal experience.
An FTC "mode- antitrust audit" to help companies avoid antitrust violations, is
very much a possibility according to FTC staff personnel. Suggesting the
probability of periodic training requirements for company personnel, the
internally-conducted audit would attempt to inform senior management officials,
especially the general counsel, about matters with a high potential for anti
trust violations. FTC staffers disclaim the notion that the audit plan would
be used as a basis for uncovering corporate misconduct but acknowledge that

the audit will focus on such issues as pricing, acquisitions, mergers, joint
ventures, trade association m emberships, and marketing of new products.
The staff report, to be presented to the FTC ccmnissioners for consideration
in late March, does not yet define the responsibility for development of the
antitrust audit. Joint cooperation between the American Bar Association and
the FTC has been mentioned.

-2-

HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Legislation (S.210) to create a Cabinet-level Department of Education was
recently the subject of hearings before the Senate Governmental Affairs
Committee. The legislation, which was introduced by Sen. Abraham Ribicoff
(D-Conn) with 42 co-sponsors, is essentially the same as the proposal which
was passed by the Senate last year by a vote of 72-11. The purpose of the
legislation is to assist state and local governments to fulfill their responsi
bility for the delivery of educational services through the combination of
Federal programs affecting education in one department. According to the
sponsors of S.210, such a consolidation of programs would facilitate Federal
administration of education policies and programs, reduce the paperwork
burden, and provide those programs which local governments cannot afford. The
proposal, which is a high-priority matter for the Carter Administration, is
currently pending markup by the Governmental Affairs Committee.
TREASURY, DEPARTMENT OF
Proposed regulations for defining employee stock purchase plans were published in
the 2/20/79 Fed. Reg., pp. 10397-98. The purpose of the proposed amendments is
to provide guidance for compliance with the Revenue Act of 1964 to employees
and employers. Under the provisions of the proposal, an employee stock pur
chase plan may not exclude any employees other than those excluded by Sec.
423(b) of the law, and no option granted under a plan which excludes required
employees may qualify as an option granted under an employee stock purchase
plan. In addition, the amendments provide that a plan may allow employees to
carry over unused balances representing fractional shares which were withheld
under a prior plan or offering toward the purchase of shares under the current
plan or offering. Comments are due by 4/23/79 and additional information may
be obtained by calling Robert Katcher at 202/566-3432.
Legislation to index capital gains taxes for inflation has been reintroduced by
Rep. Bill Archer (R-Tex). The proposal, HR 2103, was adopted by the House as
an amendment to the Revenue Act of 1978, but was dropped from that bill by the
conference committee prior to final passage of the Act last year. Under
HR 2103, the basis of capital assets would be increased by the rate of inflation,
as measured by the Consumer Price Index, for each year the asset was held,
beginning with 1980. The gain on the sale of the asset would then be the
difference in the adjusted basis and the sales price. According to Rep. Archer,
the prospects for passage of the bill in this Congress are excellent, and he
expects strong public support for the proposal to override the opposition of
President Carter, who contends that inflation indexing would simply institu
tionalize inflation.
"Business Income Tax Returns", a preliminary report by the IRS, is now available.
The report covers income and financial statistics for 12.5 million sole
proprietorships and partnerships based on income tax returns for 1976, showing
business receipts, selected deductions and net profit for detailed industry
classes. The complete income statement is also shown for broad industry
groupings. The 44-page publication (NO. 453) is available for $2.10 from the
GPO.
Proposed regulations relating to the time requirements for furnishing certain
dividend or interest information statements have been published (see 2/20/79
Fed. Reg., pp. 10396-97). The proposed amendments would provide for the

-3-

substitution of April 30 for September 30 as the earliest time a payer may
send an information statement to recipients of dividend or interest payments.
However, under both the present regulations and the proposed amendments, if the
information statement is furnished before November 30 then it must be furnished
with the final dividend or interest payment for the calendar year. Comments
are requested by 4/23/79. Additional information is available by calling Annie
R. Alexander at 202/566-3671.
Newly developed fiscal year tax forms are now available for taxpayers with tax
years beginning in 1978 and ending in 1979. Implementation of the Tax Reform
Act of 1978 caused changes in both individual and corporate tax rates as of
1/1/79; therefore, fiscal year taxpayers must compute their tax by computing a
tentative tax for the period before 1/1/79, and a tentative tax for the period
after 12/31/79, using the rates in effect for each period and prorating these
amounts. The new forms may be obtained from IRS field offices.
SPECIAL:

SUPREME COURT REAFFIRMS RATIONAL STATE PROFESSIONAL CLASSIFICATIONS

A recent Supreme Court decision upholding challenged provisions of the Texas
Optometric Act and the Composition of the State's Regulation Board, the Texas
Optometry Board, might provide some relief for State Professional Licensing
Boards which have been recently criticized by the Justice Department and the
Federal Trade Commission. In part, the Court stated that when reviewing a
claim that local (state) economic regulations violate the constitutional
right to equal protection, the Court will defer to legislative determinations
as to the desirability of particular statutory discriminations. Briefly
stated, a state can pass a law which in fact discriminates by establishing
certain classifications, provided that the classifications are rationally
related to a legitimate state interest and do not trample fundamental personal
rights or find its basis drawn upon race, religion, or national origin.
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